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« Office  of  The  Journal  of  Commerce  and  Commercial  Bulletin,  j 

« E 19  Beaver  Street,  New  York, 

i ^ Hay  15,  1895.  ) 

^ to  the  Officers  of  ihe  State  Banks  of  the  United  States: 

• ^ 

5 S The  disfranchised  condition  of  the  State  banks,  so  far  as  respects  their  right  to  issue  notes,  may,  I hope,  be 
Saccepted  as  a sufficient  apology  for  my  inviting  your  attention  to  the  views  expressed  in  the  accompanying  Editorial 
Articles  from  recent  issues  of  The  Journal  of  Commerce  and  Commercial  Bulletin, 

The  time  has  come  when,  in  all  justice,  that  right  should  be  restored  to  the  State  institutions.  After 
measures  of  w'ar  finance  had  reduced  their  capital  from  430  millions  to  about  65  millions,  that  item  of  resource  has 
risen  to  an  amount  nearly  half  that  of  the  National  banks.  The  official  records  of  their  condition  show  that,  in 
the  main  factors  affecting  strength  and  sound  management,  they  stand  equal  to  the  banks  operated  under  the 
National  Banking  Act. 

The  State  Banks  are  planted  very  largely  in  sections  where  few  National  banks  of  issue  are  in  operation,  and 
a large  portion  of  our  planting  and  farming  population  is  therefore  deprived  of  that  local  elastic  supply  of  currency 
so  essential  for  the  seeding,  harvesting  and  marketing  of  the  crops.  That  restriction  of  bank  issues  and  the  attend- 
ant curtailment  of  bank  credits  has  unquestionably  been  the  chief  influence  tending  to  create  the  clamor  for  free- 
coinage  of  silver  which  is  now  disturbing  confidence  from  one  end  of  the  country  to  the  other. 

W Moreover,  the  National  bank  currency,  owing  to  the  onerous  conditions  of  its  issue,  has  proved  a complete 

as  a contrivance  for  satisfying  the  retail  requirements  for  circulation;  and,  within  the  last  thirteen  years,  its 
■ volume  has  fallen  from  $360,000,000  to  $200,000,000,  while  the  trade  of  the  country  has  concurrently  increased 
Jiuily  fifty  per  cent 

The  events  of  the  last  two  years  have  so  demonstPaMd  tTie  danger  incident  to  the  use  of  paper  legal  tender, 
that  an  imperative  demand  has  arisen  for  the  retirement  of  the  Greenbacks  and  the  Sherman  notes,  the  satisfac- 
tion of  which  cannot  be  long  delayed. 

These  facts  create  a ripe  occasion,  an  auspicious  opportunity  and  an  imperative  necessity  for  the 
enactment  of  a general  Federal  Law,  which  shall  prescribe  absolutely  safe  conditions  for  the  issue  of  bank  notes,  and 
shall  confer  upon  every  incorporated  bank,  whether  National  or  State,  having  not  less  than  say  $25,000  capital,  the 
right  to  issue  circulating  credits  under  the  conditions  so  legally  prescribed. 

Such  a law  would  satisfy  the  demand  for  “more  money”  which  now  finds  expression  in  the  blind  agitation 
for  free-coinage;  and  would,  at  the  same  time,  make  it  possible  to  fill  the  hiatus  caused  by  the  withdrawal  of  the 
Government  notes;  which  task  would  be  an  impossibility  for  the  National  banks  alone. 

The  last  twelve  months  of  discussion  of  the  currency  question  has  developed  a very  marked  predilection 
towards  a policy  of  this  general  nature.  Indeed,  this  may  be  said  to  be  the  only  form  of  proposal  embracing  the 
enfranchisement  of  the  State  banks  that  has  now  a distinct  formulation  in  the  public  mind.  Its  justice,  its  great 
public  advantages,  and  its  large  adaptations  for  conciliating  differences  of  opinion  and  of  sectional  sentiment  and  for 
promoting  an  early  settlement  of  the  whole  currency  question,  seem  to  guarantee  the  acceptance  of  such  a measure 
by  a large  majority  of  the  people,  provided  the  claim  be  urgently  put  before  the  country. 

Manifestly,  however,  the  demand  for  such  a policy  should  come  from  the  interest  most  directly  concerned. 
The  chief  object  of  my  volunteering  these  suggestions,  therefore,  is  to  ask  Officers  of  our  State  Banks  whether  the 
opportunity  is  not  fully  ripe  for  their  organizing  concerted  action  looking  to  the  legal  recognition  of  their  rights 
of  issue. 

It  need  scarcely  be  said  that  such  a movement  would  be  invaluable  as  a counteraction  to  the  prevailing  silver 
mania  and  that  it  would  make  a profound  impression  upon  the  impending  formulation  of  party  platforms  in  favor  of 
a sound  money  policy. 

WILLIAM  DODSWORTH,  Editor, 

Journal  of  Com.merce  and  Commercial  Bulletin, 
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State  Bank  C rculation. 

la  the  strou?  drift  oi  public  opinion  to- 
wards constitutln^r  the  I ink  note  a prepon- 
derant clement  In  our  irculatlng  medium, 
there  is  danger  of  the  f<  rmulation  of  a sen- 
timent which  may  imper  I the  success  of  the 
reform. 

In  the  Middle  and  Eas  em  States  there  la 
a strong  feeling  agains  . the  admission  of 
Slate  banks  to  the  prU  lege  of  issue.  The 
ostensible  objection  is  th  it  our  experience  of 
Slate  bank  tssi'es  up  to  1864,  was  on  many 
accounts  ur satisfactory;  that.  In  brief,  their 
guarantee  and  the  arra  igements  for  their 
redemption  were  Insuffii  lent  to  protect  the 
note  holders  against  Ioj  a:  all  of  which  Is 
trno  as  fo  the  <seues  of  many  Staftee;. 
this  objection  is  not  wal  'ed  when  it  is  pro- 
posed to  put  the  notes  ur  ler  uniform  federal 
regulation,  to  ccr.stitute  them  a first  Hen 
upon  all  the  assets  of  tl  e bank  and  on  the 
duplicate  liability  of  t^  • stockholders,  to 
limit  their  volume  to  an  imount  equal  to  75 
per  cent  of  the  bank's  c ipital,  and  to  pro- 
vide arrangements  for  c irrent  redemptions 
which  would  make  over-  ssues  by  any  bank 
an  impossibility;  in  hr  *f,  to  subject  the 
issues  of  the  Slate  instil  Jttons  to  the  same 
identical  conditions  as  night  be  made  to 
apply  to  the  National. 

From  this  fact,  it  ca  i only  be  inferred 
that  the  ostensible  reas  *n  is  not  the  rea.1 
one.  At  this  point,  th«  re  Is  an  absolute 
necessity  for  candor.  Of  course,  among  the 
National  banks  and  th<  se  associated  with 
them  in  interest,  there  i.‘  a natural  business 
motive  for  preventing  I ie  admission  of  a 
large  class  of  banks  to  . valuable  privilege 
which  for  over  thirty  : cars  has  been  re- 
served to  the  National  In  tltutions  exclusive- 
ly. Competitive  conside  -atioiis  would  ob- 
viously suggest  such  an  attitude.  And  yet. 
even  to  the  National  ba  iks,  there  are  two 
sides  to  this  question.  They  have  already 
paid  very  dearly  for  thel  privilege.  Its  pos- 
session has  been  almosi  the  sole  cause  of 
the  notorious  Intense  j <alousy  which,  for 
the  last  quarter  of  a ceni  iry.  has  been  mani- 
fest in  Congress.  In  pollt  cs  and  through  the 
whole  West  and  South  t gainst  this  class  of 
banks.  They  have  en<  )untered  contempt 
and  adverse  discriminat  Dn  at  every  point; 
and  have  been  unable  to  get  legal  ameliora- 
tions wnich  they  sorely  n eded,  and  the  lack 
of  which  has  been  a e .>rious  embargo  on 
their  operations.  The  onditions  of  note 
Issues  have  been  so  se\  >re  as  not  only  to 


prevent  a due  expansion  of  their  circulation 
but  to  actually  compel  Its  contraction  to  one- 
half  its  former  volume.  All  this  legal  dis- 
ability has  come  as  the  consequence  of  jeal- 
ousy and  resentment  at  the  privilege  of  Is- 
suing circulation  being  restricted  to  one  set 
of  banks. 

Not  only  have  the  banks  thus  suffered  a 
penalty  far  over-balancing  the  benefits  ac- 
cruing from  their  Issue  privilege,  but  that 
privilege  has  done  more  towards  the  creation 
of  populism  and  the  prevailing  sectional  hos- 
tilities than  perhaps  any  olher  single  cause. 
This  situation  in  the  bank  circulation  has 
also  done  much  more  towards  developing 
the  silver  craze  than  is  generally  imagined. 
In  1373,  when  the  depreciation  of  silver  was 
in  its  beginnings,  we  had  abaut  »5d,C0e,000 
of  National  bank  currency.  According  to 
the  ratio  of  increase  in  population,  the  vol- 
ume of  those  notes  ought  to  be  now  about 
5ijtW.OuO,OoO;  the  actual  amount  outstanding 
to-day  is  less  than  8J0O,00O,(»0;  which  shows 
that  this  form  of  circulation  has  failed  to 
satisfy  the  growing  requirements  of  the 
country  to  the  extent  of  HOO.OoO.OOO.  In  thoee 
sections  of  the  country  where  so  much  im- 
portance is  attached  to  an  ample  supply  of 
money,  this  fact  has  not  passed  unobserved. 
On  the  conirar>%  in  the  South  and  West  it 
has  constituted  a public  grievance  of  the 
first  magnitude.  The  State  banks  and  their 
friends,  the  ardent  believers  in  States’  rights 
doctrines  and  the  trading  population  who 
have  wanted  larger  financial  facilltiee.  have 
started  the  cry  of  adverse  federal  discrimi- 
nation against  their  Interests,  and  in  favor 
of  the  East;  and,  fostered  by  politicians, 
this  sentiment  has  largely  contributed  to- 
wards the  creation  of  hostile’  relations  be- 
tween the  creditor  class  and  the  debtor  class 
of  the  country. 

Under  such  a condition  of  things,  the  West 
and  the  South  have  been  only  too  ready  to 
unite  with  the  faction  who  wanted  to  make 
the  Government  an  unlimited  buyer  of  the 
sliver  their  mines  were  turning  out  In  con- 
stantly augmenting  quantity.  As  they  could 
not  get  a free  supply  of  bank  notes,  which 
they  really  preferred  to  any  other  form  of 
monej*,  they  were  ready  to  Join  hands  with 
the  silver  producers  who  offered  an  unre- 
stricted supply  of  coin;  and  we  may  attri- 
bute this  artificial  diversion  of  opinion  to  the 
silver  faction  to  dissatisfaction  with  our 
bank  currency  arrangements  more  than  to 
any  other  cause.  Little  therefore  as  the 
fact  may  be  appreciated.  It  Is  not  the  lees 


true  that  our  bad  silver  legislation  is  trace- 
able very  largely  to  the  limitation  of  the 
right  of  note  issuing  to  the  National  banks. 
These  facta  may  serve  to  show  how  little 
the  solo  possession  of  this  privilege  of  isstie 
has  been  worth  to  the  NaUonal  banks,— 
how  much  positive  mischief  indeed  It  has 
helped  to  bring  upon  them  and  the  whole 
nation. 

The  retention  of  this  exclusive  privilege  by 
the  NaUonal  institutions  might  easily  prove 
to  Involve  worse  consequences  than  have 
been  suffered  in  the  past.  It  is  very  far 
from  being  certain  that  the  sllverites  have 
not  to-day  a suuiclent  vote  to  compel  the 
adoption  of  free  coinage  of  silver.  No  man 
entirely  familiar  with  the  existing  status  of 
that  faction  would  deny  the  i>o«sfbnity  of 
such  an  outcome.  The  only  sure  way  of 
averting  that  possibility  Is  to  grant  to  the 
State  banks  authority  to  issue  notes  upon 
some  really  safe  conditions.  Any  one  ac- 
quainted with  sentiment  in  the  last  Congreas 
will  concede  that,  as  a rule,  the  West  and 
the  South  would  prefer  such  a policy  to  au- 
thorizing further  Issues  of  silver;  but  It  is 
equally  certain  that,  should  that  right  be 
withheld,  the  resolution  of  the  eilverftes  to 
ha\  6 free  coinage  would  be  correspondingly 
reinforced.  At  present,  among  the  more  In- 
telligent leaders  of  the  silver  faction,  agita- 
tion is  used  as  a club  to  compel  the  conces- 
sion of  the  privilege  of  Issue  to  the  State 
banks;  but  If  that  demand  Is  denied,  they 
will  insist  upon  more  silver,  net  as  what 
they  most  prefer,  but  as  being  all  they  can 
get.  Thus,  to  refuse  State  bank  paper  w'ould 
be  to  give  the  greatest  possible  Impetus  to 
a policy  that  could  only  end  In  our  commit- 
ment to  the  sole  silver  basis.  In  view  of 
these  facta,  the  attitude  of  the  National 
banks  on  this  question  deserves  a much 
broader  and  more  careful  consideration  than 
has  yet  been  bestowed  upon  it.  The  first  Im- 
pulses of  self-interest  are  never  the  wisest ; 
and.  ordinarily,  the  exclusion  of  other  cog- 
nate Interests  brings  unforeseen  penalties. 
After  all,  important  as  these  considerations 
may  be,  they  are  but  secondary  elements  in 
the  general  question  of  currency  reconstruc- 
tion. Upon  other  grounds.  It  is  susceptible 
of  demonstration  that  IX  the  right  of  Issue 
Is  to  be  still  restricted  to  the  National 
banks,  any  comprehensive  amendment  of 
our  currency  system  Is  Impoealble  and  the 
dajiger  from  silver  will  be  Immeaaurabdy  in- 
creii.sed.  Upon  thoee  points,  however,  more 
nereafter. 
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State  Banks  and  Note  Issues. 

In  our  last  Issue,  we  presented  certain 
-considerations  showing  that  the  permission 
-of  State  banks  to  Issue  circulation,  upon  cer- 
tain safe  conditions  to  be  prescribed  by  Con- 
gresB,  would  Interfere  less  with  the  Interests 
of  the  National  banks  than  has  been  sup- 
posed. In  further  discussion  of  this  ques- 
tion. it  Is  important  to  inquire  w'hat  are  the 
chances  of  securing  any  really  valuable  re- 
construction of  our  currency  system  without 
conceding  the  privilege  of  Issue  to  the  State 
tnstituUons. 

It  may  be  proper,  first  of  all,  to  state  the 
conditions  upon  which  that  right  should  be 
conceded.  We  suggest  that  a law  should  be 
-adopted  permitting  any  incorporated  bank. 
National  or  State,  with  a capital  of  not  less 
than  825,000,  to  issue  circulating  notes,  to  the 
•maximum  extent  of  75  per  cent  of  the  bank's 
paid  up  capital,  on  the  stipulations  follow- 
ing;—<1)  That  the  notes  shall  be  a first  lien 
on  the  whole  assets  of  the  bank  and  a claim 
upon  the  stockholders  to  the  amount  of 
their  stock;  (2)  that  redemption  agencies 
-should  be  established  of  a nature  that  would 
certainly  insure  effective  check  upon  over- 
issues; (3)  that  the  enforcement  of  these 
regulations  should  rest  with  the  Federal  au- 
thority: and  (4)  that  the  existing  tax  of  10 
per  cent  should  remain  in  force  against  any 
notes  not  issued  In  conformity  with  these 
conditions.  Some  adaptation  of  the  State 
banking  laws  to  these  prescriptions  would 
be  necessary;  but  the  necessity  might  safely 
be  left  to  itself  to  bring  about  such  compli- 
ance. Under  these  conditions,  the  issues  of 
the  National  and  State  corporations  would 
be  virtually  identical;  both  sound;  both 
•equally  sound. 

No  reconstruction  of  the  currency  would 
be  w'orth  the  trouble  that  did  not  provide 
for  the  final  withdrawal  of  all  the  Govern- 
ment legal  tender  paper.  This  Is  so  general- 
ly conceded  among  competent  judges  of  the 
question,  and  has  been  so  emphatically  de- 
monstrated by  the  last  two  years  of  dif- 
ficulty in  maintaining  the  redemption  of  the 
notes,  that  no  argument  is  here  needed  to 
justify  that  position.  The  retirement  of  the 
greenbacks  and  Sherman  notes,  how’ever, 
would  call  for  the  concurrent  issue  of  an 
equal  amount  of  bank  notes.  The  question 
arises  then,— how  could  some  oOO  millions  of 
bank  circulation,  in  addition  to  the  now  out- 
etanding  ^ millions,  be  provided?  Could  it 
be  contributed  by  the  National  banks?  In 
answering  this  question,  we  shall  assume 
those  banks  to  be  released  from  the  restric- 
tions on  circulation  attendant  on  the  deposit 
of  bonds  and  that  they  hav'e  accepted  the 
conditions  above  suggested,  allowing  issues 
up  to  75  per  cent  of  the  paid-up  capital. 
With  the  present  capital  of  the  National 
banks,  $680,000,000,  assuming  each  bank  to 
issue  to  Its  maximum  allowance,  they  would 
have  an  Issue  power  equal  to  $510,000,000  of 
circulation.  Deditf'ting  from  that  the  $200,- 
000,000  already  outstanding,  they  could  issue, 
under  the  suggested  new  authorization,  $310,- 
000,000,  or  $190,000,000  leas  than  the  amount 
required  to  replace  the  withdrawn  legal  ten- 
ders. It  Is  not  supposabie,  however,  that 
they  would  issue  to  an  extent  at  all  approxi- 
mate to  the  legal  maximum;  nor  would  it  be 
desirable  that  they  should  do  so.  Under 
normal  conditions,  banks  never  work  up  to 
their  legal  limitations;  they  prudently  main- 
tain a considerable  margin  for  elasticity.  It 


would  be  a liberal  estimate  to  suppose  that, 
on  the  average,  the  issues  would  not  exceed 
SO  per  cent  of  the  capital.  This  would  mean 
an  Issue,  as  against  the  now  existing  capital, 
of  $340,000,000.  Deducting  from  this  the  now 
outstanding  $200,000,000,  there  would  be  a re- 
mainder of  $140,000,000  available  for  offsetting 
the  contraction  arising  from  the  cancedla- 
tion  of  the  $500,000,000  of  legal  tenders.  It 
might  be  expected,  however,  that  the  new 
conditions  of  issue  would  cause  some  in- 
crease in  the  amount  of  bank  capital,  which 
would  broaden  the  capacity  for  Issuing 
notes.  We  do  not  assume  to  estimate  what 
that  Increase  might  be;  but  it  is  clear  that, 
supposing  the  issues  to  actually  average  5J 
per  cent  of  capital,  and  allowing  for  the 
existing  $200,000,000  of  notes,  the  capital  of  all 
the  National  banks  a'ouid  need  to  rise  from 
$680,000,000,  its  present  amount,  to  $1,400,000,000, 
its  amount  at  the  end  of  the  withdrawals  of 
the  legal  tenders. 

Such  an  increase  of  capital  ($720,000,000) 
within  the  period  required  for  the  retirement 
of  the  legal  tenders,— say  three  to  five 
years,— is  so  manifestly  impossible  as  to  need 
no  demonstration.  Nor  can  It  be  said  that 
the  disbursement  of  the  gold  reserve,  in  re- 
demptions of  the  legal  tenders,  would  di- 
minish the  amount  of  bank  notes  required 
under  the  contemplated  operation;  for  the 
whole  of  that  fund  would  be  imperatively 
needed  to  fill  the  hiatus  in  the  bank  reserves 
consequent  upon  the  retirement  of  the  paper 
lawful  money  now  held  for  that  purpose. 

It  is  thus  clear,  that  it  Is  wholly  beyond 
the  capacity  of  the  National  banking  system, 
under  the  most  favorable  su[H>osable  condi- 
tions, to  provide  a volume  of  notes  at  ail 
approximating  sufficiency  for  filling  the  va- 
cancy to  be  caused  by  the  retirement  of  the 
legal  tenders.  We  know  of  no  available 
source,  outside  of  bonk  issues,  for  filling 
that  void;  nor  has  any  other  been  suggested: 
nor  is  any  other  acceptable  resource  likely 
to  be  discovered.  The  empowering  of  State 
banks  to  Issue  circulation,  under  some  such 
guarantees  as  we  have  suggested,  thus  be- 
comes a condition  absolutely  indispensable 
to  the  abrogation  of  our  legal  tender  paper. 
The  country,  the  National  banking  interest 
included,  therefore  has  the  choice  between 
accepting  State  bank  circulation  and  per- 
petuating the  false  principle  and  the  mone- 
tary perils  inseparable  from  the  greenback 
and  the  still  worse  Sherman  note. 

In  effect,  it  further  amounts  to  this,— that 
if  this  privilege  cannot  be  made  common  to 
all  banks  on  common  terms,  there  can  be  no 
further  room  for  the  expansion  of  our  bank 
circulation  concurrently  with  the  growth  of 
population;  and  the  obvious  effect  of  that  re- 
straint must  be  that  the  “more  money” 
States  will  be  fortified  by  an  argument  for 
more  silver  which  would  probably  be  found 
practically  irresistible.  To  deny  note  issues 
to  banks  outside  the  national  system,  would 
mean  the  perpetuation  of  the  growing  bad 
relations  between  the  East  and  the  West, 
between  the  debtor  and  the  creditor  sec- 
tions. It  would  be  the  sacrifice  of  a great 
diplomatic  opportunity  for  drawing  off  the 
larger  half  of  the  present  followers  of  the 
silver  producers,  and  for  isolating  the  silver 
faction  into  a helpless  minority.  To  men  of 
broad  minds  and  unprejudiced  views,  there 
can  be  no  question  as  to  what  Is  the  really 
prudent,  not  to  say  necessary,  course  in  this 
matter.  If  this  cannot  be  done,  the  hope  of 
getting  a sound  money  system  must  be 
abandoned,  and  the  country  must  drift  on 
tow'ards  free  coinage  a-nd  insolvent  Govam- 


ment  paper.  This  question  of  State  bank 
notes  la  really  the  crux  in  the  currency 
question:  everything  turns  upon  tt;  and  to 
blink  it  is  to  invite  ruin  upon  the  cause  of 
currency  reform.  It  is  not  a question  of  the 
soundness  of  the  form  of  money  proposed; 
for.  Issued  under  the  conditions  suggested, 
the  safety  and  convenience  of  the  notes 
would  be  beyond  all  rational  question.  It  Is 
simply  a question  whether  old  methods,  at- 
tachments and  prejudices  shall  be  clung  to 
at  the  expense  of  all  that  is  needful  to  the 
safety,  the  soundness  and  the  w'holeeomeness 
of  the  monetary  arrajigements  of  the  nation. 


How  to  Treat  the  Silver  Issue. 

It  is  not  easy  to  estimate  how  far  the  cur- 
rent wildly  sensational  methods  of  silver 
propagandlsm  may  really  help  the  mining 
interest  in  Its  struggle  for  free  coinage.  The 
current  phas^e  of  the  agitation  are  IntendtK) 
not  to  create  an  intelligent  public  opinion, 
but  to  infianie  passion  and  prejudice  among 
the  uneducated  masses.  That  class  is  large 
enough.  In  the  sections  to  which  these  tac- 
tics are  applied,  to  admit  of  the  capture  of 
a very  large  number  of  votes;  and.  to  that 
extent,  the  agitation  becomes  dangerous. 
It  is  therefore  to  the  last  degree  urgent  that 
measures  be  promptly  taken  for  counteract- 
ing this  purely  demagogic  propagandism. 

But  how  U the  kind  of  sentiment  thus 
created  to  be  dealt  with?  The  bimetaJllo 
problem,  \iewed  in  its  fundamentally  scien- 
tific aspects,  is  one  of  the  most  abstruse 
within  the  whole  range  of  economic  iasues; 
and  of  W'hat  avail  can  it  be  to  reason  upon 
it  with  men  too  Ignorant  to  understand 
either  the  terms,  definitions  or  principles  of 
the  question,  especially  when  they  are  al- 
ready preoccupied  by  passion  and  prejudice, 
and  when  their  actual  object  Is  the  satisfac- 
tion of  a mere  partisan  spirit  of  conflict? 
Reasoning  with  these  people,  through  printed 
matter  and  oral  address,  is  not  to  be  en- 
tirely eschewed;  for  It  could  not  fall  to 
counteract  in  some  measure  the  |K)i8on  with 
which  the  silver  leaders  have  inoculated 
them;  but  it  would  be  a great  mistake  to 
depend  upon  such  counteractions  exclusively. 
More  success  in  dealing  with  them  may  be 
expected  from  changing  the  attitude  of  the 
better  informed  classes  surrounding  them 
and  from  w'hom  they  are  apt  to  largely  take 
their  side  on  questions  beyond  their  com- 
prehension. 

The  treatment  of  this  issue  as  a mere  sub- 
ject of  economic  debate  is  neither  the  read- 
iest nor  the  safest  way  of  settling  it.  So 
far  as  it  is  made  a mere  tongue  contest,  an 
excitement  of  partisan  debate,  the  period 
of  its  disposal  is  postponed.  The  battle  of 
the  standards  is  as  lliile  likely  to  be  ended 
by  ignorant  debate  as  the  battle  of  the 
creeds  has  been.  The  statesman  rather  than 
the  economic  theorist  must  be  the  final  ar- 
biter. 

The  first  step  towards  a settlement  must 
be  a recognition  of  the  fact  that,  whilst 
among  the  agitators  there  is  a large  element 
of  pure  passion  and  devilry,  yet  behind  all 
that  and  among  a more  serious  and  intelli- 
gent class  of  Western  and  Southern  citizens 
there  is  a deep  conviction  of  the  existence 
of  a grave  sectional  inequality  and  inequity, 
the  correction  of  which  has  seemed  to  them 
possible  through  free  coinage.  That  convic- 
tion lies  at  the  root  of  the  wllllngneea  of 
the  Western  and  Southern  States  to  help 
the  sliver  miners  In  their  attempt  to  force 
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amount  of  bank  circulation,  as  between  the 
Eastern  sections  and  the  Western  and  South- 
ern. has  become  a real  and  serious  sectional 
grievance.  In  its  actual  operation.  It  be- 
comes a broad  and  potent  discrimination  as 
to  banking  fimctions  between  one  set  of 
banks  and  another  and  between  one  set  of 
States  and  another.  To  this  extent,  it  is 
charged  with  being  a grossly  inequitable 
and  unjust  exercise  of  the  Federal  authority. 
Nor  is  it  easy  to  wholly  deny  the  imputa- 
tion. 

It  is  not  surprising  that,  under  these  cir- 
cumstances, the  South  and  West  chronically 
complain  of  what  they  call  **a  scarcity  of 
money,'*  by  which  they  really  mean  an  In- 
sufficiency of  credit  facilities  of  the  kind 
supplied  by  banks.  At  certain  seasons  they 
need  large  extra  supplies  of  cash  for  the 
seeding,  reaping  and  marketing  of  their 
crops.  At  present  they  are  dependent  for 
those  facilities  upon  the  stocks  of  money 
held  by  the  Eastern  banks.  Those  supplies 
are  imcertain,  and  the  demands  upon  them 
are  very  liable  to  produce  fluctuations  In 
the  rate  of  interest  and  curtailments  of 
bank  loans,  which  derange  the  commercial 
operations  of  the  whole  country,  and  from 
which  the  large  agricultural  interest  is 
especially  liable  to  suffer.  Were  the  State 
banks  of  these  suffering  sections,  with  thetr 
200  millions  of  capital,  free  to  Issue  notes, 
there  would  be  no  arbitrary  dependence  on 
the  convenience  of  the  Eastern  banks.  Each 
bank  could  supply  Its  local  interests  with 
Its  own  notes;  there  would  be  no  monetary 
obstructions  to  business,  no  forcing  down 
of  prices  from  an  Insufficiency  of  currency, 
and  no  abnormal  fluctuations  in  the  rate  of 
interest. 

The  bankers,  the  merchants,  the  traders 
end  not  a few  of  the  inUlUgect  faxmers 
well  understand  how  this  virtual  subjection 
to  the  convenience  and  the  interest  of  the 
Eastern  centres  operates  to  their  detriment. 
They  have  become  exasperated  on  account 
of  it,  and  being  exasperated  they  have 
easily  gone  a step  further  and  charged  this 
position  of  things  as  due  to  a design,  on 
the  part  of  Eastern  interests,  to  hold  all 
other  sections  In  subjection  to  their  will 
and  profit.  Herein  lies  the  source  of  a sec- 
tional grievance  of  the  most  serious  and 


threatening  magnitude.  Grangerlsm,  popuK- 
Lsm.  socialism  and  silverism  find  here  their 
main  inspiration  and  political  strength.  De- 
spairing of  getting  the  monetary  relief  they' 
want,  these  people  have  fallen  an  easy 
prey  to  the  silver  producers  and  have  be- 
come their  tools.  They  have  no  special  ? 
preference  for  silver  money;  all  the  talk 
about  the  "standards"  Is  meaningless  non- 
sense to  them.  They  only  know  that  the* 
silver  men  offer  a supply  of  60  to  60  milliona- 
a year  of  new  money;  and  that  money  hav- 
ing been  hitherto  as  good  for  their  purposes 
as  any  other  they  don't  exactly  see  why  It' 
should  not  remain  so;  and  they  are  there- 
fore enlisting  right  and  left  in  the  silver 
army. 

In  these  facts  and  conditions  centres  three- 
fourths  of  the  strength  of  the  stiver  faction. 
Except  among  the  silv^  miners  and  hand- 
lers, there  would  be  no  material  for  a sil- 
ver agitation  provided  this  obstruction  to- 
bank  Issues  were  removed.  Were  these  In- 
terests assured  that  all  the  money  they 
really  needed  could  be  supplied  from  their 
neighboring  banks,  with  them  there  would 
be  no  longer  a silver  question,  and  Messrs. 
Teller,  Jones  & Co.  would  occupy  their  real' 
position  as  mere  representatives  of  a limit- 
ed industrial  interest 

The  way  is  thus  clear  to  a treatment  of 
the  silver  agitation  that  would  certainly 
end  It  We  do  not  for  a moment  doubt  that 
when  Eastern  interests,  not  excluding  those 
of  the  National  banks,  come  to  fairly  un- 
derstand the  real  meaning  of  the  attitude 
of  the  South  and  the  West  they  will  ac- 
quiesce in  the  extension  of  the  right  of  issue 
to  the  State  banks;  provided  that  the  guar- 
anties. limitations  and  safeguards  are  such 
as  to  insure  the  abs^ute  safety  of  the  note» 
and  are  virtually  identical  with  such  amend- 
ed conditions  as  may  be  provided  for  the- 
National  banks.  What  those  conditions 
need  to  be  we  have  so  oft  stated  that  it  Is 
not  needful  to  here  reiterate  them.  It  only 
remains  to  be  said  that,  if  these  conditions 
are  not  conceded  to  the  State  banks,  It 
will  be  found  most  difficult,  if  not  impos- 
sible, to  prevent  the  enactment  of  uncon- 
ditional free  coinage. 


